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Consumer Electronics Group, the National Cable Television Association,

and the Cable-Consumer Electronics Compatibility Advisory Group.

However, as a manufacturer of both color television and cable TV

equipment, as well as a marketer with engineering involvement of video

cassette recorders under our own brand name and a proponent with AT&T

before the Commission of a High Definition Television system, Zenith

has a unique view of various forces and trends at,work in the

industries and markets affected by these proceedings. Accordingly, we

believe it may be useful to the Commission for us to submit separate

Comments.

In particular, we believe we can propose potential compromise

solutions to compatibility problems which will serve the consumer

interests identified in the Act while allowing technologies in the

relevant industries to continue flourishing. At the same time, we

believe these potential solutions can greatly simplify the

Commission's task in this enormously complex matter. Thus, this

Comment, rather than addressing the questions raised in the Notice on

an item-by-item basis, will be focused on these potential solutions.

THE TASK CREATED BY THE ACT

The Cable Act of 1992 identified certain apparently competing

interests and asks the Commission to resolve them: the interest of
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the consumer of television and VCR equi~ent, so.. functions of which

may be compromised by a decoder/converter "box" used by many cable

systems; and the interest of cable companies in controlling access to

cable signals, which often requires use of that same converter/decoder

box.

There are strong imperatives in force, including in particular certain

provisions of the Cable Act itself (anti-buy-through, regulated basic

service, must-carry and retransmission consent), which are pushing

cable companies toward renewed reliance on set-top boxes as the means

for insuring signal security. The advent of digital signal

transmissions in both broadcasting and cable environments and the

development of other foras of delivery, such as DBS as an expanded

competing service and telephone network delivery, further complicate

the picture. Those systems will most likely require boxes in the home

to receive and decode signals, as well as maintain signal security.

As might be expected, the consumer electronics manufacturing industry

and the cable television manufacturing industry have each leaned

toward solutions which place the major burden of compatibility

performance on the other. ThUS, despite substantial efforts by many

in both industries, a joint solution has been difficult.
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SOLUTIONS PREFERRED BY THE CONSUMER ELICTRONICS INDUSTRY

Solutions such as Interdiction and Broadband oescramblinq would result

in unscrambled, broadband siqnals beinq delivered to the consumer's

home entertainment equipment, and thus would permit full utility of

all the functions and features of that equipment. In this

environment, the consumer electronics industry could continue to make

and sell to cable subscribers the hiqhly-featured products that many

consumers demand.

The cable industry cites hiqh cost, limited security and current non

availability of broadband descramblinq technoloqy in a commercial

context as substantial shortcominqs of these approaches. Interdiction

schemes add the cost of hardware even for subscribers not buyinq

premium services, and the unscrambled siqnals transmitted on the

distribution system are especially vulnerable to theft in multifamily

housinq. Broadband descramblinq would reduce the number of security

options available to the cable operator, and would not block the audio

on scrambled channels, a condition unacceptable to many local

authorities. In addition to these limitations in today's analoq

environment, neither approach will work in a future environment which

will include not only compressed NTSC diqital cable siqnals, but

diqital HDTV siqnals as well.
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SOLUTIONS PREFERRED BY THE CABLI INDUSTRY

The cable industry has proposed that TVs and VCRs be made more truly

"cable-ready," that is, having aore resistance to interference and an

"interface" such as the ANSI Standard 563 "Multipart." While there

now appears to be general agreement that the "Multipart" as presently

defined will not be adequate for a number of reasons, an uPdated

interface could be readily developed. Video products so designed and

built could offer the user full enjoyment of all features, while cable

signal access and security would be handled through a "set-back" box

-- that is a small device attached to the rear of the TV cabinet

rather than "set-top" box.

The consumer electronics industry points out that these design changes

would substantially increase the cost of those products and, if

required for all TVs and VCRs, would place the burden of higher prices

on all consumers, whether or not they subscribe to the cable services

or purchase the equipment which drive the need for the enhancements.

An alternative and very genuine concern is the long history in the

consumer electronics industry of failure to sustain price increases

even when costs have identifiably increased for features in

substantial demand. This history suggests that it may not be possible

for consumer electronic manufacturers to pass along even some of the

increased costs from any mandated design changes, thus further

jeopardizing the consumer electronics manufacturers already battered
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by the absence of profitability in the u.s . .arket. Finally, this

approach does not improve the fortunes of the owners of color TVs and

VCRs already in service who experience the problems which gave rise to

this legislation.

A COMPROMISE SOLUTION

Zenith proposes the following as necessary el••ents of a long-term

solution to be promulgated by the co..ission. We believe this

proposal will effectuate the fundamental purposes of the Act in

improving compatibility while also serving the congressional directive

to give carefUl consideration to the costs and benefits to consumers

and the control and security needs of cable operators. Under this

proposal, the Commission would:

1. Establish a new "cable-ready" specification for TVs and VCRs,

incorporating an IF (Intermediate-Frequency) interface port with

related performance improvements and a microprocessor

communication link between the set-back box and the consumer

equipment.

2. Require consumer electronics manufacturers to design to this

"cable-ready" criteria at least one remote control model in each

color TV screen size they market for the screen sizes 25-inch and

over. These larger sets are most likely to be the primary
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viewing set, are .ost likely to be connected to cable, and are

most likely to have the advanced features which gave rise to the

pertinent provisions of the Act. Manufacturers should be

permitted to offer VCRs and additional TV models of this design

at their option, as the marketplace may demand.

3. Require that cable operators make the appropriate interface

decoders available to buyers of these "cable-ready" products, and

offer those subscribers a reduction in their monthly rate.

This proposal would, we believe, provide an effective solution for the

consumer with the most equitable impact on manufacturers and signal

delivery providers. "Cable-ready" products of this nature would:

allow for full functionality of the remote control and advanced TV and

VCR features; eliminate the consumer annoyance with set-t2R boxes;

provide a clear standard to which TV and VCR manufacturers could

design future products; accommodate all currently-used scrambling

technologies, and thus allow cable companies a continued high level of

scrambling flexibility; and provide a means for accommodating future

digital technologies without compromising the consumer features of

electronic equipment.

It would, to be sure, impose a significant cost burden on consumer

electronics manufacturers, and it will be essential that they be able

to recover those costs by raising prices. As a necessary part of this
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proposal, therefore, we are urqinq the COmBis.ion not only to assure

that the cost burden is kept to the minimum necessary, but also to

impose certain obliqations on the cable industry to share in these

burdens. This will be discussed in detail further below.

Concern has been expressed that, as a lonq-tera initiative, an

interface-port solution such as this fails to address the current

problems with the millions of TVs, VCRs and cable boxes already in

use. There are technically feasible enhancements to set-top cable

converters which would improve, althouqh not make perfect, the

compatibility of cable with the "installed base" of TVs and VCRs. For

example, an active splitter and automatic A-a switch built into the

set-top terminal can permit pass-throuqh of all channels when the

decoder is inactive, and thus enable the subscriber to use all the

special features of his consumer electronics equipment except when

watchinq a premium channel.

However, while availability of such devices to the installed base may

be an appropriate element of what ultimately emerqes from these

proceedinqs, we believe the Commission must fundamentally look to the

lonq-term solution as its primary task. We believe the IF interface

port approach is the most appropriate lonq-term solution because it is

capable of makinq the security and control functions of the cable

operator transparent to the consumer, while permittinq the consumer to

enjoy full functionality of a hiqhly featured TV or VCR. Moreover, it
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represents a system architecture capable of handlinq the co.pressed

diqital siqnals soon to be delivered by cable proqram providers and

cable systems.

CONSIDERATIONS FOR "CABLE-BEADY" COIfSUIIER ELECTRONICS PRODUCTS

A. Technical Changes

The followinq are technical chanqes which would be required in

television sets desiqned to a new "cable ready" standard:

1. IF Interface. An IF interface, which would include an IF tap, IF

or baseband return, and a microprocessor communication link (or

"bUS"), will permit tuninq control by the consumer electronics

equipment and retention of full functionality of special

features, while proqram access, descramblinq and decompression

will be performed by the outboarded interface set-back box.

2. Direct Pickup. Direct pickup of unwanted siqnals by the consumer

electronics equipment is a problem which has been identified in

certain cable environments subject to stronq terrestrial

broadcast signals. This problem can be mitigated by adding more

shielding to the tuner and RF input(s). The appropriate level of

such shieldinq will have to be subject to careful cost-benefit

analysis.
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3. Tuner ImproVeRents. To handle tuture advances in cable service,

such as digital compression, tuner improvements such as double

conversion (for flat frequency response) with low phase-noise

oscillators will be needed. As cable tuning bandwidth is

expected to grow in the future, we recommend a frequency cap at 1

GHz as a practical limit.

B. Costs and Prices

Our preliminary estimate of the variable cost premium for a television

incorporating the changes above is $14 per unit. If the

implementation were applied to a TV having the economical line-derived

power supply design often used in the industry for the most price

sensitive products, an additional $3-4 would be necessary to provide

isolation, pushing the total premium to about $17-$18. (Testing would

be required to determine whether the interface concept will work at

all with such designs, since there is concern that the isolators

themselves may contribute to co-channel interference. However, a

limited manUfacturing mandate as proposed may help circumvent this

issue, since the changes proposed would be focused on the more highly

featured, less price-sensitive models.)

It must be recognized that these are very substantial cost additions

for manufacturers, and using conventional markup assumptions, $14-$18

cost premiums would drive retail prices up approximately $30-$40. We
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would therefore strongly oppose any initiative to impose this design

specification "across-the-board." Annual industry TV sale_ exceed 23

million units and VCR sales top 12 million. Assuming the consumer

electronics industry could pass-through and mark-up its costs, blanket

application would impose a $1 billion price tag on the public. It

would affect millions of consumers who would have no need for the

enhancements. If the consumer electronics industry were unable to

pass even its costs along, the already dismal financial condition of

the industry would only be further weakened.

It is possible that the cable-subscribing consumer would find "cable

ready" products to be worth the higher price if they are optional,

allowing the with-and-without versions to be seen side-by-side in the

stores. However, prior history with industry pricing of other

television improvements, inclUding the recent example of closed

captions, leads us to believe that the value-added story will have to

be reinforced by an offer of lower cable rates being made available to

purchasers of such products.

11



1

CONSIDERATIONS FOR CABLE HARDWARE AND OPERATIONS

A. Interface Decoders

The IF decoder unit which would interface with the port on the "cabl.

ready" consumer electronics product <and which would be supplied to

subscribers by cabl. companies under this proposed solution) would not

include a tuner, display, keyboard or remote control circuitry, as a

conventional set-top cable box does today. Such "set-back" decoders

could be priced to the cable operator as much as $40 less than the

$100-$120 per unit invested today on a typical 550 MHz system.

B. Rates

The cable operator would have the following financial justifications

for reducing the monthly rate charged the owner of new "cable-ready"

product:

1. Less Capital Invested. Applying the "rule-of-thumb" that

$l/month of cash flow amortizes $50 invested, the lower-cost box

would allow the operator to pass along savings of about $l/month

to the subscriber.

2. Less "Churn." The improved compatibility would tend to keep the

current subscriber happier and connected, and would tend to
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attract new subscribers. As cable syste.. are valued today, each

subscriber is a $1500-$2900 equity consideration, •

3. Higher Beyenut per Subscriber. Greater ea.e of u.e may stimulate

increased Premium and pay-Per-View revenues.

If the discount were, for example, $2-$3 per month, the subscriber

could envision getting a "payback" of the preaium paid for the "cable

ready" TV or VCR in 12-18 months, thus making the selling of the

higher-priced product much easier.

CONCLQSION

We appreciate the opportunity to present these views and to propose

potential solutions which we hope will make the task of the Commission

-- and of all those participating -- less burdensome. We will

certainly look forward to further discussion of this proposal as may

be appropriate.

We do want to re-emphasize that an interface solution such as we are

proposing would impose a great cost burden on consumer electronics

manufacturers. It will be essential, therefore, that it be

implemented in a manner which allows the consumer electronics

manufacturers to recover those costs fully.

13



~J----

Accordingly, a necessary element of the solution proposed here would

be regulations requiring cable operators to give the purchasers of

such equipment a reduction on monthly cable rates in order to show

those owners a "payback" on their additional investment. As we have

indicated above, it should not be difficult for the cable operators to

show a financial justification for doing so.

OF COUNSEL:

John Borst, Jr.
Zenith Electronic Corporation
1000 Milwaukee Avenue
Glenview, Illinois 60025
708/391-8062
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